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DEPT PASS STR 

E.O. 11652: N/A 

TAGS: ETRD, GATT, BR, US 

SUB J : GATT ARTICLE XXVII NEGOTIATIONS -BRAZIL 
REF: A) STATE 291244 B) GENEVA 9401 

1 . ECONOFFS PRESENTED USG RESPONSE TO BRAZILIAN STANCE AT SUBJECT 
NEGOTIATIONS IN DEC. 20 MEETING WITH NEW CHIEF OF FONMIN'S TRADE 
POLICY DIVISION. COUNSELOR JOSE BOTAFOGO GONCALVES, AND DEPUTY CHIEF 
JOSE ARTUR MEDEIROS. ECONOFFS LEFT TALKING POINTS BASED ON REFS, 
STRESSING: 

(1) USG'S CONCERN OVER UNWILLINGNESS OF BRAZDEL TO DISCUSS 
EITHER GOB WITHDRAWALS OR US REQUEST LIST; 

(2) INAPPLICABILITY OF BOP ARGUMENTS BY BRAZIL IN ARTICLE XXVIII 
NEGOTIATIONS; 
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(3) US REJECTION OF BRAZILIAN ASSERTION THAT QUALITY OF US 
CONCESSIONS HAS "DETERIORATED" IN RELATION TO GOB CONCESSIONS; 

(4) LEGAL AND TECHNICAL SEPARATION OF ARTICLE XXVIII NEGOTIATIONS 
FROM RELATED DISCUSSIONS IN MTN. 

ECONOFF STATED USG CONSIDERED OCTOBER NEGOTIATIONS INADEQUATE 
AND REMINDED FONMIN OFFICIALS OF USG S RIGHT UNDER ARTICLE XXV 
WAIVER TO SUSPEND CONCESSIONS TO BRAZIL IN ABSENCE OF 
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ADEQUATE COMPENSATION. 

2. IN RESPONSE, BOTAFOGO CONCEDED POINTS (2) AND (4) ABOVE, 

AND ADMITTED BRAZDEL TO OCTOBER NEGOTIATIONS HAD STRICT 
INSTRUCTIONS WHICH PREVENTED THEM FROM ENTERING INTO SERIOUS 
NEGOTIATIONS. BOTAFOGO SAID THIS WAS RESULT OF POLITICAL 
SENSITIVITIES ON PART OF BOTH GOVERNMENT AND BUSINESS SECTORS 
CONCERNING ANY CONCESSIONS IN GATT/MTN DUE TO BRAZIL'S BOP 
PROBLEMS. MEDEIROS ADDED THAT LACK OF PROGRESS IN MTN TARIFF 
DISCUSSIONS HAD HAD DIRECT AFFECT ON GOB ATTITUDE IN SCHEDULE 
III NEGOTIATIONS. ECONOFF REITERATED USG VIEW THAT ARTICLE 
XVIII TALKS ARE A SEPARATE EXERCISE FROM THE MTN AND NOTED 
THAT US EXECUTIVE WAS ALSO FACING POLITICAL SENSITIVITIES AND 
GROWING PROTECTIONIST SENTIMENTS WHICH WERE EVEN MORE DIFFICULT 
TO OVERCOME IN ABSENCE OF GENERAL LDC UNWILLINGNESS TO ACCEPT 
OBLIGATIONS ALONG WITH S&D TREATMENT. ECONOFF TOOK OPPORTUNITY 
TO EMPHASIZE CONTINUING USG COMMITMENT TO MTN AND INFORMED 
FONMIN OFFICIALS THAT AMB. STRAUSS WOULD GO TO GENEVA IN 
JANUARY IN CONNECTION WITH TABLING OF US OFFERS. NEVERTHELESS, 

US COULD NOT ACN PT GOB VIEW OF POOR PROGRESS IN MTN AS REASON 
FOR REFUSAL TO CONSIDER COMPENSATION TO US FOR WITHDRAWAL OF 
SCHEDULE III CONCESSIONS. 

3. MEDEIROS SAID FONMIN WOULD PRESENT USG REACTION TO OCTOBER 
NEGOTIATIONS TO INTERMINISTERIAL WORKING GROUP ON SCHEDULE III 
FOR STUDY IN PREPARATION FOR RENEWED US-GOB CONTACTS ON THIS 
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SUBJECT IN JANUARY. HE ALSO PREDICTED THAT GOB WOULD UNDOUBTEDLY 
HAVE TO NEGOTIATE ANOTHER EXTENSION OF ARTICLE XXV WAIVER TO 
CONTINUE NEGOTIATIONS. 

4. COMMENT: THE FONMIN OFFICIALS WERE IMPRESSED BY THE FORCEFULNESS 
OF THE US REACTION TO THE OCTOBER NEGOTIATIONS AND MADE NO 
SERIOUS EFFORT TO EXPLAIN OR DEFEND GOB S ATTITUDE IN THE TALKS. 
FURTHER DISTRIBUTION AND DISCUSSION OF TALKING POINTS PAPER 

BY FONMIN WITH OTHER MEMBERS OF WORKING GROUP SHOULD SERVE TO 
GIVE ALL CONCERNED ELEMENTS A CLEAR IDEA OF SERIOUSNESS WITH 
WHICH USG VIEWS GOB ATTITUDE IN ART. XXVIII TALKS. 

JOHNSON 
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